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A SALARY PAYMENT PLAN 
By Quentin L. Horsman, Controller, 
Bliley Electric Co., Erie, Pa. 


 pumtmgenat there has been no other period when industrial 

management has focused more attention on wages and salaries 
than during the past year. Since the executive order of October 
3, 1942, freezing wages and salaries as of September 15, 1942, 
management has been flooded with regulations and interpretations. 
Industry was totally unprepared to cope with these regulations and 
operate within the narrow limits they defined. This was particu- 
larly true of the salary limitations. Few companies operated under 
any established salary payment plan, but rather by “rule of the 
thumb.” In many instances little could be accomplished toward re- 
constructing a salary schedule based on past experience since no 
pattern had been followed. 

It was in just such a predicament that our company found itself. 
Our salaries were literally “frozen.” There was no existing plan 
of salary payment nor could we draw a pattern based on our past 
experience. The tremendous rate of expansion, bringing new re- 
sponsibilities and rapid advancements to the salaried personnel, 
brought about an acute salary problem. 

Our only solution was to adopt a salary payment plan and sub- 
mit it to the Salary Stabilization Unit of the Treasury Department* 
for approval. We spent some months in reviewing and analyzing 
existing salary payment plans before we came to the conclusion 
that it would be necessary to draft an entirely new plan incor- 
porating features of existing plans as well as some unique features 
of our own making. Fortunately we had just installed and were 
operating under a wage payment plan and were fully aware of the 
many difficulties and pitfalls to be experienced in the operation of 
such a plan. 


Analysis of Jobs 


The first and most important step to be taken in any salary pay- 
ment plan is the thorough analysis of the jobs covered. The writ- 
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ing of a job description by the department head is not in itself 
adequate. Too often we found that the department head was not 
sufficiently familiar with the details of the job to give a fair evalu- 
ation. To get the best answer possible we employed the Indi- 
vidual’s Job Questionnaire developed by the Atlantic Refining 
Company and had each employee coming within the plan analyze 
his own job. 

This accomplished a threefold purpose. First, it disclosed much 
overlapping of duties and responsibilities, lack of employee under- 
standing and appreciation for the responsibilities of the job, and 
the assumption of responsibilities not a part of the job. Second, it 
enabled the immediate supervisor to thoroughly analyze his de- 
‘partment, re-allocate work and responsibilities, and better coordi- 
nate his department functions. Third, it provided the department 
head with the details necessary for writing a complete job de- 
scription. 

The department head was then required to complete a Super- 
visor’s Questionnaire for each job in his department, drawn from 
the information on the Individual’s Job Questionnaire and his own 
best judgment. This information was submitted to the committee 
in charge of job evaluation and salary determination. 

The committee was then in a position to check for duplication 
of work and responsibilities and better coordinate inter-depart- 
mental functions. Recommendations were made and adopted for a 
better integration and correlation of all departments; duties and 
responsibilities were clearly defined; and finally, a detailed job 
description of each job was written. 


Rating of Jobs 

Basically our salary jobs were made up of the factors shown in 
Exhibit 1, “Explanation of Job Factors,” but evidenced in each job 
in varying degree. We first endeavored to break the jobs down 
into fifteen separate job factors and define various degrees of each 
factor. However, this proved impractical since it was nearly im- 
possible to define each degree accurately enough to cover all jobs 
that might fall into that degree factor. We finally settled on the 
job factors, as used by the General Electric Company, modified 
and combined to meet our specific needs and interpretations. 

To each of the job factors shown in Exhibit 1 we assigned a 
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point rating (Exhibit 2, “Degree Points and, Relative Weight of 
Job Factors”) relative to the importance of that factor in evalu- 
ating the jobs under consideration. These relative values may vary 
widely as between manufacturing plants. For example, the work- 
ing conditions within our plant are pleasant, with no extreme con- 
ditions. Consequently a very low evaluation of 50 points was 
placed on this factor. 


1 
EXPLANATION OF JOB FACTORS 


1. Resourcefulness—Resourcefulness is the tenacity, initi- 
ative, ingenuity, and aggressiveness required for the 
execution of the job; the ability to anticipate and provide 
for changing conditions. 

2. Analytical Ability—Analytical ability is the ability re- 
quired to grasp essentials, reach sound conclusions, and 
plan necessary action in evaluating — and analyz- 
ing data. 

3. Education and Experience—Education is be prerequisite 
mental capacity or prior knowledge acquired through pre- 
scribed schooling or its equivalent necessary for the nor- 
mal development of skill and knowledge required for the 
job. Experience is the total time required by an employee 
of a selected education to acquire the necessary specialized 
knowledge both before and after assuming the position. 

4. Personal Requirements—Personal requirements is defined 
as the ability to get along with all kinds of people ; person- 
ality, tact, cooperativeness, fairness, and skill in present- 
ing facts. 

5. Executive Responsibility—Executive responsibility i is the 
executive ability or leadership required in organizing 
effort of others and in supervising, selecting, or develop- 
ing individuals and administering or interpreting company 
policy. 

6. Goodwill and Public Relations—Goodwill and public re- 
lations considers the development and maintenance of 
goodwill with customers, suppliers, or public. 
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7. Monetary Responsibility—Monetary responsibility is the 
responsibility for the handling of, or for the making of 
decisions affecting money, materials, cost of product, 
equipment, safety, or service to customers. 

8. Mental Application—Mental application refers to the de- 
gree and continuity of the required mental application. 

9. Physical Application and Working Conditions—Physical 
application and working conditions refers to the exposure 
to noise, confusion, dirt, and hazards and to the degree 
and continuity of the required physical application. 


Exuusit 2 


DEGREE POINTS AND RELATIVE WEIGHT OF 
JOB FACTORS 
Relative weight of the nine job factors as well as the points as- 
signed to each of the five degrees within each factor are shown in 
the following list. 


M Points per D 

1 175 113 35 70 105 140 175 
2 Analytical Ability ..... 17 113 35 70 105 140 175 
3. Education and 16.1 50 100 150 200 
4. Personal Requirements.. 175 es ae 70 105 140 175 
200 129 40 #480 160 

or 

will and Public Re- 

on 

Working "Conditions. SO 32 10 2 3 4 


Since these factors appear in every job but in varying degrees, 
we divided each evaluation factor into five steps each progressively 
higher and called them degree points, as indicated on Exhibit 2. 
Having been unable, as previously indicated, to define each degree 
point, we aligned all of the jobs under consideration according to 
departments (Exhibit 3, “Chart of Job Evaluations”) and began 
to assign degree points to each job on a relative basis, taking one 
job factor at a time. Great care had to be taken not to let the as- 
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sigument of high or low degree points in one factor influence the 
assignment of degree points in other factors. The factor defini- 
tions were very carefully worded to avoid the consideration of any 
quality of a job under more than one factor. It was in performing 
this step that the detailed job descriptions were valuable in ascer- 
taining the relative values. After the degree points have been as- 
signed in a number of the jobs, the remaining were more readily 
determined, inasmuch as they could be established on a relative 
basis. 

It was essential that we exert a great deal of care in establishing 
the relative value of these factors with respect to each job, since 
proof of that relation must satisfy the employee whose job was 
being rated. 

Salary Brackets 

The next most difficult step was the determination of the salary 
brackets for jobs with varying point values. This was accomplished 
by setting up a chart on which the horizontal scale indicates the 
point value of the jobs in 50 point steps from the lowest grade job 
to the highest grade job and the vertical scale indicates the salary 
payment per week (all salaries in the company are paid on a 
weekly basis). On this chart we plotted the wage rates of other 
industries in this locality having jobs of a comparable nature. By 
arriving at points on the low, medium, and high ends of the scale, 
we were able to arrive at a pattern of wage payment in 50 point 
steps. 

It was then possible with this scale to determine the wage bracket 
of any job given the job evaluation points. Setting the rates in 
this manner was to satisfy both ourselves and the Salary Stabi- 
lization Unit of the Treasury Department that our rates were 
comparable to rates paid in this locality. 


Merit Rating 
To the extent that we determined the salary bracket, the plan 
is not unlike many which are now in existence. However, it was 
not enough to know the high and low limits we intended to pay 
on the job, but it was necessary that we have a means of determin- 
ing the specific rate to be paid an individual within his own salary 
757 
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In almost all of the merit rating plans reviewed, qualities other 
than those required on the job were taken into consideration. We 
found that under practical application an individual was frequently 
rated on a quality which was not a prerequisite of his job and 
bore very little relationship to his job. Yet the rating on this spe- 
cific quality had the effect of either increasing or decreasing the 
total merit rating. To avoid this possibility, we first measured the 
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individual’s performance on the job by using only those factors 
considered in the job evaluation, and secondly we considered the 
importance of those qualities in the individual’s merit rating in 
direct proportion to the importance of those qualities in the job 
evaluation. 

Since the factors of resourcefulness, analytical ability, etc., were 
the only factors considered in evaluating the job, these factors 
were listed on the merit rating sheet, followed by the same defini- 
tions given those factors in the job evaluation. 


Ratings Related to Requirements of Job 

It was also necessary to show the degree and points assigned 
to each job evaluation opposite the factors on the merit rating 
form. Thus, when considering the resourcefulness of an indi- 
vidual, we could immediately determine the importance of re- 
sourcefulness in his job as indicated by the first, second, third, 
fourth, or fifth degree. In like manner the other qualities were 
considered in light of the degree of importance each bore to the job. 

Merit ratings are commonly made on the basis of whether a 
person is above or below average in varying degrees, regardless 
of the fact that the job may call for an individual who is definitely 
above or below an average individual. We endeavored to entirely 
divorce our thinking from this method and judge the person solely 
upon his ability to meet the requirements of the job or on the de- 
gree to which he met or exceeded those requirements. For this 
purpose, we said that a job was evaluated at the eighth degree 
(eighth degree meets requirements as indicated on the merit rating 
sheet) so that if the individual being merit rated satisfactorily met 
all the requirements of the job with respect to each individual fac- 
tor, the degree points on the job would be multiplied by 8, and the 
merit rating would be 80 per cent. However, it is very possible 
that in some factors the individual might prove to be unqualified, 
qualified, approaching the requirements, exceeding the require- 
ments, or even superior to the requirements. Under whatever clas- 
sification the individual fell, the appropriate factor was carried 
down into the merit rating column and this factor multiplied by the 
degree points gave the point rating. 

It will be noted that the factor of physical application and work- 
ing conditions was given a constant since the individual has no 
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control over this factor. The total point ratings were then deter- 
mined to be a percentage of the total job evaluation points. This 
system was felt and demonstrated to be a very fair means of 
merit rating the employee on the job. The “personal requirements” 
of an individual could not influence his rating to any greater ex- 
tent than the importance of “personal requirements” bore to the 
total requirements of the job. This method also provided us with 
a means of paying those individuals who were qualified for posi- 
tions higher than the one on which he was employed and currently 
being merit rated, since in these instances an employee could ex- 
ceed or be superior to the requirements of the job currently held. 
This is frequently desirable when an employee is to be held in an- 
ticipation of further promotion. 


Determining Weekly Salary 

If an employee’s total point rating gave him an evaluation of 60 
per cent, he was paid the minimum rate on the job. In the event 
the evaluation fell below 60 per cent and indicated that he was 
unqualified for the job, we were still able to retain him on that job 
and pay him proportionately. This was essential in a rapidly ex- 
panding business such as ours, where promotions were necessarily 
made when the individual was unqualified in some respects for the 
particular job to which he was assigned, yet was required to be 
held on that job because of shortage of experienced help. Having 
thus arrived at the per cent rating, we merely applied that per 
cent rating to the Salary Payment Chart, showing across the top 
of the Chart the degree points by ranges based on job evaluation 
and showing in the left-hand column the per cent ratings. The 
weekly salary to be paid any individual can be determined from 
the Chart once the job evaluation and the merit rating are known. 

The successful operation of this job evaluation and merit rating 
system hinges to a large extent on the manner in which it is con- 
ducted. We found that it was highly desirable to conduct all job 
evaluations within a committee consisting of the department heads. 
In like manner, all merit ratings were made subject to the ap- 
proval of the committee of department heads. In clearing all the 
information through this central body, it was possible to keep the 
entire plan on a uniform basis. Whenever a re-evaluation of a job 
or a merit rating is effected, it is of utmost importance that the 
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employee be given a detailed copy of the merit rating or job 
evaluation, accompanied with a full explanation of the reasons re- 
sulting in a decrease or increase in the various factors. All the 
advantages of such a salary payment plan may be lost if this single 
step is omitted. 

Definite Rules and Regulations Desirable 

The above constitutes the main body of the plan, but many minor 
policies need to be established for its smooth operation. To avoid 
friction, misunderstandings, and general discontent, these policies 
must be uniform and carried out under definite rules and regu- 
lations. We are confronted with many problems, such as: What 
shall be done when an employee is transferred from one job classi- 
fication to another? For how long does he retain his old rate? 
What rate shall he be paid on his new job? What is the begin- 
ning rate for new employees? What steps should be taken when 
the merit rating indicates a salary decrease, increase, or no change? 
How often are employees to be merit rated on a new job, and on 
an old job? Many others might be listed. 

Many of these problems are peculiar to each individual company, 
and a uniform policy could not be adopted for all. The following 
tules and regulations may help, and are further required by the 
basis. 


Poticies IN REGARD To IN1ITIAL Merit RATINGS AND 
SaLary CHANGES TO TRANSFERS 


Plantwide merit ratings will be made as of the close of each 
consecutive period of 26 calendar weeks beginning with the period 
ending 2/15/43, gnd as further required by the following: 

1. When an employee is transferred, he will retain his rate 
with the following exceptions : 

a. If the prior rate was over the maximum rate for the 
job, he shall be paid the maximum rate for the time 
indicated in 2 below. 

b. As indicated in 3 below. 

761 


1966 
eter- 

This 

s of 

nts” 
ex- 

» the 
with 

eld. 

an- 

f 60 

vent 

was 

job 


N.A.C. A. Bulletin March 15, 1944 


|= 


2. After an employee is transferred he shall be merit rated 
for possible rate changes effective two, four, and six 
months after starting the job and in cases covered by 
(d) below in one month. All evaluated jobs shall be di- 
vided into four classes for the purpose of determining 
pay rates at these intervals. 


a. All jobs with an evaluation of 1200 points or over, 
will pay the rate determined by paragraph 1 for a 
period of six months or until the two or four months’ 
merit rating raises the pay rate. Starting with the six 
months’ merit rating, the pay rate shall be adjusted 
according to merit rating. 

b. All jobs with an evaluation of 900 to 1195 points in- 
clusive will pay the rate determined by paragraph 1 
for a period of four months after transfer, unless the 
two months’ merit rating raises the pay rate. Starting 
with the four months’ merit rating, the pay rate shall 
be adjusted according to merit rating. _ 

c. All jobs with an evaluation of 600 to 895 points in- 
clusive will pay the rate determined by paragraph 1 
for a period of two months after transfer. Starting 
with the two months’ merit rating, the pay rate shall 
be adjusted according to merit rating. 

d. All jobs with an evaluation of 595 points or less will 
pay the rate determined by paragraph 1 for a period 
of one month after transfer. At the end of one month, 
the individual’s pay rate shall be adjusted according to 
his merit rating. 

3. If a new employee is hired, or if an employee is trans- 
ferred into a new job for which he is qualified, an initial 
. merit rating may be made when the new job classifica- 
tion is of such a substantially different nature as to war- 
rant it, based on the individual’s qualifications for the 
purposes of determining the initial salary, except as pro- 
vided in 1 (a) above. 


4. If.an employee employed on a wage paying job is trans- 
ferred into a salary paying job, his rate earned prior to 
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transfer will be considered as being his normal weekly 
earnings based on his normal work week immediately 
prior to the transfer. The policy stated in 3 and 4 above 
may be applicable to other matters than salary changes 
due to transfers, and when so applicable will be made 
operative. 


All of these rules are designed primarily toward protecting an 
employee against a sudden salary decrease over which he has no 
control by providing him with a learning period when transferred 
to either a lower rated or higher rated job. But of more importance 
is the fact that the employee knows he is being given the same 
uniform treatment as all other fellow workers. 
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Are You Prepared? 


1. Termination of War Contracts 


2. Cost Accounting in Tomorrow's Competitive 
Economy 


3. Unscrambling Property Accounting After the 
War 


Hear the Latest 
on These Subjects 


at the 


25th International 
Cost Conference 


June 25, 26, 27, and 28, 1944 


PALMER HOUSE, CHICAGO 


MAKE YOUR PLANS EARLY! 
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